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Week of February 13, 1984 


BLACK UNEMPLOYMENT RATE DECLINES 
IN JANUARY, BLS REPORTS 


WASHINGTON -- The unemployment rate for black workers improved in January 
with a decline of 1.1 percentage points to 16.7 percent, the U.S. Department of 
Labor's Bureau of Labor Statistics reported. 


The rate in December was 17.8 percent, while the rate a year ago had been 
20.7 percent. 


However, the jobless rate for black youth held close to 50 percent. 

The unemployment rate for whites edged down from 7.1 to 6.9 percent. 

Among black workers, the jobless rate in January for adult men was 14.8 percent 
compared to 15.1 percent in December; for black adult women, the rate was 


14.3 percent compared to 15.9 percent the previous month, and for youth, 
47.9 percent compared to 49 percent in December. 


Among white workers, the unemployment rate for adult males was 6.3 percent; 
adult women, 6.9 percent and youth, 16.2 percent. 


On a national basis, BLS reported that the employment situation continued to 
improve in January. Both the overall unemployment rate, at 7.9 percent, and the 
rate for civilian workers, at 8.0 percent, were down two-tenths of a percentage 
point from December, sustaining the decline that has totaled 2.7 percentage points 
since the 1982 recession high. 


The number of employees on nonagricultural payrolls--as measured by the monthly survey of 
establishments--rose by 285,000, seasonally adjusted, to 91.9 million in January. Total 
civilian employment--as measured by the monthly survey of households--also continued the advance 
which has totaled more than 4 million since November 1982. The factory workweek rose 
four-tenths of an hour to 40.9 hours in January. 


Unemployment (Household Survey Data) 


The civilian unemployment rate continued its downward trend from the November 1982 
recessicn trough of 10.7 percent to 8.0 percent in January, seasonally adjusted. The number of 
jobless persons declined by 2.9 million over the same time period to 9.0 million. Significant 
drops in unemployment were recorded for all major demographic groups except black youth. 
January unemployment rates were 7.3 and 7.1] percent for adult men and women, respectively, and 
19.4 percent for teenagers. The unemployment. rate for whites edged down from 7.! to 46.9 
percent, while the rate for black workers declined from 17.8 to 16.7 percent. However, the 
jobless rate for black teenagers held close to 50 percent. 


- The number of unemployed persons who had lost their last job declined by 190,000 in January 
to 4.8 miliion. There was little change in the number of unemplcyed who had left their last job 
or were labor force entrants. The number of persons in the short-term (less than 5 weeks) and 
long-term (15 weeks and over) categories continued to trend down, and the median duration of 
unemployment was little changed at 9.2 weeks. 


Civilian Employment and the Labor Force (Household Survey Data) 
ES) i th Ah 


Civilian employment continued to rise in January but at a slower pace than in the prior 2 
months. Adult men experienced a substantial employment gain, while employment of adult women 
and teenagers was about unchanged. At 103.2 million (seasonally adjusted), tota) emplovment has 


advanced by 4.2 million since November 1982. 
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The civilian labor force totaled 112.2 million in January, virtually unchanged over the 
month. Since January 1983, the labor force has grown by more than 1.2 million; the number of 
adult men and women has risen by 900,000 and 700,000, respectively, while there was a 350,000 
reduction in the teenage labor force. 


Industry Payroll Employment (Establishment Survey Data) 


Total nonagricultural payroll employment rose by 285,000 in January to 91.9 million, after 
adjustment for seasonality. Since November 1982, total nonfarm employment has grown by 3.1 
million. 


January employment gains were widespread, although the bulk of the increase took place in 
construction and manufacturing. Construction employment declined less than it usually does from 
December to January and, after adjustment, rose by 100,000; with this increase, construction 


jobs exceeded their March 1983 recessionary low by nearly 450,000, Strong recovery continued in 
manufacturing, with employment up by 100,000. Job gains continued in machinery, electrical 


equipment, automobiles, and rubber and plastics, ajl of which have show strength in recent 
months. 


Employment in the services industry rose by 40,000, continuing the growth that has totaled 
nearly a million since November 1982. The large seasonal job decline in retail trade was 
somewhat less than usually occurs in January, and, after seasonal adjustment, employment rose b 
35,000. More than half of the over-the~month increase of 25,000 in transportation and public 
utilities represented a return of striking workers to their jobs. There were also 
employment increares in wholesale trade and finance, insurance, and real estate. 


small 


Weekly Hours (Establishment Survey Data) 


The average workweek of production or nonsupervisory workers on private nonazricultural 
payrolls rose 0.3 hour in January to 35.6 hours, seasonally adjusted, the highest level since 


January 1980. Weekly hours in manufacturing were up by 0.4 hour to 40.9 hours, while factory 
overtime remained at December’s high level of 3.4 hours. 


The index of aggregate weekly hours of production or nonsupervisory workers on private 
nonagricultural payrolls rose by 1.3 percent in January to 110.2 (1977=100). The manufacturing 
index was up 1.6 percent to 95.5 and was 14.9 percent above the December 1982 low. 


Hourly and Weekly Earnings (Establishment Survey Data) 


Average hourly earnings increased by 0.6 percent in January, seasonally adjusted, while 
weekly earnings rose by 1.5 percent. Befote adjustment for seasonality, average hourly 
earnings, at $8.24, were up 9 cents over the month and 34 cents over the year. Weekly earnings 
were about unchanged over the month at $289.22 but were $15.88 above a year earlier. 


The Hourly Earnings Index (Establishment Survey Data) 


The Hourly Earnings Index (HEI) was 158.2 (1977=100) in January, seasonally adjusted, a& 
increase of 0.5 percent from December. For the 12 months ended in January, the increase (before 
seasonal adjustment) was 3.6 percent. The HEI excludes the effects of two types of chanpes 
unrelated to underlying wage rate movements--fluctuations in overtime in manufacturing, «and 

nterindustry employment shifts. [In dollars of constant purchasing power, the HEI increased @..4 
percent during the 12-month period ended in December. 





Week of February 13, 1984 


STATEMENT BY SECRETARY OF LABOR RAYMOND J. DONOVAN 
ON THE JANUARY EMPLOYMENT SITUATION 


WASHINGTON -- Following is the text of a statement issued by Secretary of 
Labor Raymond J. Donovan on the employment situation in January: 


The data released on the employment situation for January bring another 
message of good news. We start this year with a very positive labor market 
picture: employment is up and unemployment is down again. Since this vigorous 
recovery began 14 months ago, civilian jobs have grown by 4.2 million and 
unemployment has fallen off a healthy 3 million. Especially gratifying is the 
news that the overall unemployment rate has fallen below 8 percent. 


The economy keeps defying those who say that a slowdown is creeping in. 
Many have been saying, and some have been hoping, that the economy is running 
out of steam; that the recovery has run its course. Well, the fact of the 
matter is that the Reagan economic program is keeping things perking along, and 
it is doing it, very importantly, while keeping the lid on inflation. 


# # # 





Week of February 13, 1984 


PRESIDENT'S FISCAL YEAR 1985 BUDGET FOR THE DEPARTMENT 
OF LABOR TOTALS $26.4 BILLION IN OUTLAYS ‘ 


WASHINGTON -- President Reagan's proposals for the Department of Labor's 
Fiscal Year 1985 budget provide for $28.0 billion in budget authority and 
$26.4 billion in outlays, Secretary of Labor Raymond J. Donovan announced. 


Among the highlights contained in the total outlay amount are: 


ae Income maintenance programs, including benefits paid from the 
Unemployment Trust Fund, account for $21.5 billion of the outlay 
total. 


Job training funds total $3.8 billion in outlays for continuation of 
programs authorized under the Job Training Partnership Act (JTPA) of 
1982, and the Older Americans Act. 


The budget authority request for JTPA programs totals $3.61 billion and is 
composed of the following elements: 


$1.89 biilion for block grants to states 
$725 million for Summer Youth Programs 


$223 million for employment and training assistance to dislocated 
workers 


$600 million for the Job Corps; and 
-- $177 million for other nationally administered programs. 


Beginning in FY 1984, JTPA and the Wagner-Peyser state formula grant 
program are funded on a new program year basis. The FY 1985 request in these 
areas covers the period July 1985 through June 1986. 


Congress is requested to enact legislation to: 


Permit employers to pay a youth employment opportunity wage during 
the summer months for persons under the age of 22. 


Extend the Targeted Jobs Tax Credit program for one year. This 
program, which allows employers of certain target groups to receive 
tax credits for part of wages paid to those groups, currently 
expires on December 31, 1984. 


The Department's overall staff years for 1985 are 18,148, a reduction of 
612 from 1984. Included in this is a savings of 247 workyears related to 
management efficiencies identified in each agency as a part of a government- 
wide effort to streamline operations, reduce excess layers of administration, 
ind consolidate administrative functions. 


-more- 
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BUDGET HIGHLIGHTS 


. & 


Employment and Training Programs 


The budget request for training programs continues the 1984 levels 
for Block Grants to States. The $1.89 billion funding request is expected 
to serve an. estimated 1.25 million participants in locally-designed 
programs of remedial education, basic skills training and on-the-job 
training. 


For 1985, the Administration requests $223 million for the 
Dislocated Workers Assistance Program, which is also operated by states, 
but with provisions for matching funds. The program is expected to 
provide services to an estimated 92,800 participants in 1985. 


For the Job Corps, a level of $600 million is requested to support 
an estimated 80,000 participants. 


The budget includes $725 million for the Summer Youth Employment and 
Training Program, which is also operated by the states. Those funds will . 
support 718,100 participants during the summer of 1986, the same level as 
in 1985. When the Administration's proposal to establish a lower summer 
youth opportunity wage is eriacted, a decrease in funding of $87 million 
will be requested, resulting in a revised request of $638 million to 
support the same number of participants. 


The employment and training budget includes $177 million for other 
Federally-administered programs. These programs are designed to assist 
those with special labor market disadvantages such as native Americans, 
migrant and seasonal farmworkers, and veterans. In addition, funds are 
provided for program support activities, the National Commission for 
Employment Policy, and the National Occupational Information Coordinating 
Committee. 


The Community Service Employment for Older Americans Program is 
currently forward funded in the Department of Labor through June 1985. 
The Administration is requesting $317.3 million for this program for the 
program year starting July 1985. Beginning in 1985 the Administration is 
proposing that the state grant portion of the program, representing 
approximately $69.8 million of the total request be distributed by the 
Department of Health and Human Services under the formula contained in 
Title III of the Older Americans Act. The Department of Labor would 
continue to directly administer the national contractor portion of the 
requested funds totalling $247.5 million. 


Staffing for the administration of employment and training programs 
of the Employment and Training Administration will be reduced in 1984 and 
1985. In 1982, the Job Training Partnership Act was enacted. By 
providing states with greater flexibility and responsibility, this law 
reduced the federal role in managing the program. As a result of this 
legislation and management economies and efficiencies, the current 
staffing level will be lowered. In 1984 the staffing level will be 
reduced by more than 400, of which approximately one-half will be 
achieved through a reduction-in-force and one-half through attrition. 

At the end of FY 1985 ETA's staffing will be 1,756. 
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II. INCOME MAINTENANCE PROGRAMS: 


Unemployment Insurance 


Unemployment benefits will be paid to an estimated average 3.0 
million jobless workers a week in 1984, and an average 2.8 million 
jobless workers a week in 1985. The total unemployment benefits to be 
paid are estimated at $19.1 billion in 1984 and $18.5 billion in 1985. 
The estimates for workers receiving benefits are based on an average 
insured unemployment rate of 3.3 percent in both 1984 and 1985. The 
average total unemployment rates used in the development of the 1985 
budget are 8.0 percent for FY 1984 and 7.6 percent for FY 1985. 


Legislative Initiatives 


The Administration is continuing to urge Congress to enact a youth 
employment opportunity wage for the summer months. Under current law, 
the Federal minimum wage is $3.35 an hour for all workers regardless of 
their age. The Administration proposes to establish a youth 
opportunity wage with the following provisions: 


-- The youth opportunity wage would be established at $2.50 per 
hour, 75 percent of the current minimum. 
Only youths under the age of 22 could be paid this lower 
minimum. 


The lower minimum would be available only between May 1 and 
September 30 each year, beginning with the summer of 1984. 


The minimum wage is particularly harmful for many youths 
because they lack sufficient skills and experience to earn a 
wage at or above the current minimum. Therefore, it does not 
pay private employers to hire them for summertime jobs. Youth 
are thus denied the chance to get valuable work experience they 
can use to demonstrate their qualifications to permanent 
employers. Restrictions in this proposal would ensure that 
jobs would not come at the expense of adults. 


The Administration will submit legislation to extend the Targeted 
Jobs Tax Credit for an additional year. The program, which is designed 
to create employment opportunities, allows employers of certain groups 
with particular disadvantages in the labor market to obtain tax credits 
for part of the wages paid to newly hired members of these groups. The 
targeted populations included economically disadvantaged youth (18-24), 
co-op students (16-18), ex-offenders, certain veterans and summer youth 
employees; handicapped; and Work Incentive, welfare and Supplemental 
Security Income recipients. 
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Advances to the Unemployment Trust Fund and Other Funds (Advances) 


The Advances appropriation provides funding to the Unemployment 
Trust Fund, the Black Lung Disability Trust Fund, and other accounts 
when their balances are insufficient to cover payment of benefits. In 
1985, the general fund will advance an estimated $1,642 million to 
these accounts. Since sufficient funds are available from unused 1984 
budget authority to-make these payments, no new budget authority is 
being requested. 


State Unemployment Insurance and Employment Service Operations 


The 1985 request for State Operations reflects total funding of 
$2.45 billion. The request provides $1.66 billion for Unemployment 
Insurance Service operations, and $781.7 million for the Employment 
Service operations. The total amount requested for 1985 for the 
Employment Services formula grant is the same as the 1984 program year 
appropriation -- $740.4 million. 


Federal Unemployment Benefits and Allowances (FUBA) 


In 1984, FUBA will provide unemployment benefits and allowances of 
$54 million te Trade Adjustment Assistance (TAA) recipients and $15 
million to Redwoods beneficiaries. In 1985, $51 million will be paid 
to TAA recipients and $5 million to Redwoods beneficiaries. This 
account no longer finances unemployment benefit payments to former 
civilian and military personnel as these payments are now made from the 
Unemployment Trust Fund and reimbursed by the responsible agencies. 


Special Benefits 


The 1985 request of $211.4 million includes $207 million for 
benefit payments under the Federal Employees Compensation Act (FECA) 
and $4.4 million for certain benefit payments made pursuant to the 
Longshore and Harbor Workers' Compensation Act. 


Black Lung Disability Trust Fund 


The 1985 request for the BLDTF is $950 million. This request 
includes $910.8 million for disabled coal miner's benefits and interest 
payments. 


WORKER PROTECTION, LABOR STANDARDS, AND STATISTICS 


A significant part of the Department's staff resources are devoted 
to the implementing and enforcing of labor standards and worker 
protection legislation and to collecting and publishing labor force 
statistics. The worker protection and labor standards programs protect 
workers by ensuring safe and healthful workplaces, enforcing wage and 
hour legislation, prohibiting discrimination in employment, and 
protecting retirement income. 
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Labor-Management Services Administration 


An increase of $1.1 million and 10 positions is requested to 
enhance efforts by the Cooperative Labor-Management program to 
implement a national program which encourages business and labor 
leaders to work cooperatively, thus stimulating productivity and 
improving the quality of working life. 


An increase of $.2 million and 10 positions are requested to 
further strengthen the enforcement of the Labor-Management Reporting 


—— Act by conducting additional criminal investigations and 
audits. 


An increase of $.2 million and 10 positions are requested to 
strengthen enforcement of the Employee Retirement Income Security Act 
by increasing the number of fiduciary and criminal investigations. 


Employment Standards Administration 


ESA will continue to place emphasis on improving the administration 
of the Federal Employees’ Compensation and Longshoremen's and Harbor 
Workers' Compensation programs. Priority will be given to improving 
claimant sc-vices, reducing costs and improving management systems to 
reduce abuses. In addition,. major improvements in the other ESA 
programs will be emphasized through management and program changes. In 
enforcing Federal Contract Compliance programs and Wage Hour programs 
ESA will continue to emphasize voluntary compliance. 


Occupational Safety and Health Administration 


The Occupational Safety and Health Administration budget contains a 
requested increase of $3.6 million to enable the agency to complete the 
installation of an Integrated Management Information System. This 
system will allow OSHA offices to access information in a timely 
manner, eliminate errors in data transmission, and provide an 
alternative to onsite monitoring of state program operations. 


OSHA expects to maintain its current level of inspection activity 
and continue to upgrade and expand its mechanism for targeting 
compliance activity. The agency will also continue its efforts to 
promote voluntary protection programs and offer a wide variety of 
training and education programs. 


Mine Safety and Health Administration 


The Mine Safety and Health Administration expects to maintain its 
current level of mine inspections. Resources are available for 
conducting both mandated inspections and special emphasis program 
designed to identify and eliminate the underlying causes of accidents. 


The agency will continue its comprehensive enforcement approach in 
which inspection activities are supplemented by other available 
alternatives such as technical assistance and education and training. 


-more- 
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Bureau of Labor Statistics 


The Bureau of Labor Statistics budget contains a request for $9.6 
million and 143 positions to enable it to proceed on schedule beginning 
in 1984 with a multi-year effort leading to publication of a revised 
Consumer Price Index (CPI) in January 1987. Specific activities in 
1985 will include the selection of a different mix of items to be 
priced, utilization of new pricing procedures for specialized areas 
such as insurance and finance charges, modernization of the computer 
system, and implementation of a quality assurance program for the new 
housing srvey. 


Veterans' Employment and Training 


The 1985 budget contains a separate request for the veterans' 
employment and training programs administered by the Department. This 
request consolidates the amounts previously sought under the State 
Employment Service and Unemployment Insurance Operations appropriation 
for the Disabled Veterans Outreach Program (DVOP), and the Local 
Veterans Employment Representative Program (LVER), with the Veterans 
Reemployment Rights program previously funded under Labor Management 


Services Administration and the federal Veterans Employment Service 
staff previously funded under Departmental Management. The request 
would make available amounts in the Unemployment Trust Fund for the use 
of the Assistant Secretary for Veterans’ Employment and Training in 
carrying out these programs. This consolidation under the Assistant 
Secretary recognizes his role as the principal official responsible for 
veterans programs in the Department. 


Department of Labor Employment 


The Department of Labor estimate for full-time permanent employment 
at the end of 1985 is 18,120 compared with 18,170 at the end of 1984. 
The net reduction of 50 is composed of decreases in the Employment and 
Training Administration (-103), the Occupational Safety and Health 
Administration (-20), and offsetting increases discussed above. The 
Employment and Training Administration reduction is related to a multi- 
year staffing reduction taken as a result of reduced staff needed to 
administer the Job Training Partnership Act and Wagner-Peyser programs. 
The Department's full-time equivalency estimate for full-time permanent 
employment will decrease by 612 workyears, from 18,760 in 1984 to 
18,148 in 1985. This reduction reflects the annualization in workyear 
terms in 1985 of staffing decreases taken in 1984. 


# # # 
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STATEMENT BY LABOR SECRETARY RAYMOND J. DONOVAN 
ON THE FISCAL 1985 BUDGET PROPOSALS 


WASHINGTON -- Following is the statement by Secretary of Labor Raymond J. 
Donovan regarding President Reagan's proposals for the Department of Labor's 
budget for fiscal year 1985: 


As I come before you to discuss the proposals for the 
Department's fiscal 1985 budget, I am completing my third year 
as Secretary of Labor. This past year has been especially 
gratifying for me. The gathering economic recovery has 
vindicated the President's program and put America back to 
work. At the Department, we have maintained needed worker 
protections while at the same time eliminating unnecessary 
regulatory burdens. We intend to continue to implement the 
program goals initiated in 1981. 


Accordingly, the Department's 1985 budget proposals reflect a 
basically steady-state budget. In the Income Maintenance area, 
where benefits are determined by law, we have requested funding 
consistent with economic assumptions and estimates of eligible 
beneficiaries. 


We now have in place many important program reforms; however, 
we have not reached all our goals for improved administration 
of the resources available to us. 1985 will be a year in which 
we emphasize management efficiencies and increased oversight in 
all of our programs to assure that every Federal dollar, 
whether discretionary or entitlement, is expended in the most 
responsible manner. 1985 will be a year in which we intend to 
implement many management and legislative improvements, some of 
which have been recommended in the Administration's Reform '88 
proposals. The following are some highlights of our efforts: 


The Federal staffing request for the Department 
contains a reduction of more than 600 staff years. 
Nearly 250 of these reductions are based on further 
efficiencies achieved across all programs in the 
Department. Overall, this budget would mean a 
reduction in employment of more than 5,000 since 
January of 1981; 


In the Unemployment Insurance (UI) program we will be 
instituting a basic Quality Control program to assure 
that the large benefit outlays are protected from error 
and abuse. The Quality Control initiative will include 
detailed case reviews on a sample basis and analyses of 
major facets of the UI program, Building on the random 
audit experience, this new initiative 1s designed to 
further reduce error rates while improving the 
effectiveness of program administration; 


-more- 
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In the Federal employee disability program we will 
continue to seek legislation that will make the program 
more responsive to the needs of those most disabled and 
encourage the return to gainful employment; and 


In the Federai disability program we will be seekitig 
legislation to bring the timing of yearly cost of ' 
livtng adjustments into line with proposed Civil 
Service and existing Social Security adjustments. 


As the economic recovery continues to accelerate due to the 
President's program, unemployment will continue to decline 
through 1984 and into 1985. However, in order to address the 
continuing problems of youth unemployment and certain other 
disadvantaged groups in the work force, the Administration 
proposes two legislative initiatives: 


-- Congress will be urged to enact legislation to permit 
the payment of a youth employment opportunity wage to 
youth under the age of 22 in the summer months. This 
wage established at $2.50, ahout 75 percent of the 
current minimum, is designed to encourage employers to 
hire youth in the summer months in order for them to 
gaii valuable work experience that can benefit them in 
seeking later permanent employment. Private employers 
are discouraged by the current minimum wage 
requirements from hiring youth in the summer since they 
lack sufficient skills or experience to perform fully 
‘in the work force. 


Legislation will be submitted to extend the Targeted 
Jobs Tax Credit (TJTC) for an additional year. This 
tax credit increases the employment opportunities of 
economically disadvantaged youth, ex-offenders, 
welfare recipients and others by allowing employers to 
offset a portion of the wages they pay to newly hired 
individuals from among the target populations. 


Our proposed budget and legislative program continues the 
initiatives we began in 1981. In the past three years I have 
seen many of my original goals for the Department realized. 

We have reduced the staffing in the Department in line with the 
Administration's overall goal of reducing the size of 
government. We have streamlined our training and employment 
programs to assure that scarce resources are committed to 
training those most in need, and to place operational authority 
at the State and local levels, where the most effective program 
design decisions can be made. We have worked to make the 
burdens of our regulatory programs less onerous on the economy 
in general while improving enforcement by focusing on problem 
areas. It is a record the Department and the Administration 
can be proud of. 
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SECRETARY DONOVAN OPENS BLACK HISTORY 
MONTH AT U.S. DEPARTMENT OF LABOR 


WASHINGTON -- Secretary of Labor Raymond J. Donovan called the new Job 
Training Partnership Act (JTPA) "a new beginning” toward solving the employment 
problems of groups suffering high jobless rates. 


Speaking at opening ceremonies of the U.S. Labor Department's observance 
of Black History Month, Donovan said he is “proud of the Job Training Partnership 
Act" and noted that the act is often “misunderstood and maligned" because of 
its newness but deserves the chance to prove it works. 


Donovan told the audience the act is designed to “train and retrain" and 
to put people to work in meaningful jobs in the private sector. 


Reflecting on the department's theme, "Black Enterprise: The Future is 
Open,” Donovan expressed pride in the accomplishments and success of black 
entrepreneurs. He said education is an important path to success. 


In a keynote address, Paul Berry, a Washington, D.C., newscaster, said 
more blacks should pursue entrepreneurship because “by owning one's own business, 
the brunt of the economy won't be as devastating." 


Berry said blacks “should assume more economic responsibility and set 


goals." He urged blacks to see themselves as part of the “economic picture." 


Referring to the economy as a “train about to leave the station,” Berry 
urged black Americans to either compete for the train conductor's job, board 
the train, or suffer the consequences of being left behind. 


# #4 
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LABOR DEPARTMENT OFFICIAL URGES WOMEN IN LEADERSHIP 
ROLES TO HELP SHAPE PROGRAMS UNDER JOB TRAINING ACT 


WASHINGTON -- Dr. Lenora Cole Alexander, director of the Labor Department's 
Women's Bureau, says that the efforts of her agency and women's groups complement 
each other. 


The country's working women are the beneficiaries, she said in remarks 
before the Soroptimist International of Washington, D.C. 


Alexander said the Women's Bureau had recently undertaken a nationwide 
initiative to make the public aware of training opportunities and related criteria 
under the Job Training Partnership Act (JTPA). Women in leadership roles will 
have an opportunity “to help shape programs under JTPA at the local level,” she 
told the women's organization. 


She said that training for employment in the private sector “will be much 
more effective than ever before” under the mandates of JTPA, which became fully 
operational last Oct. 1. 


JTPA will provide job training and support services to the economically 
disadvantaged, dislocated workers, and others who face significant barriers to 
finding employment. 


"Clearly, women will most likely be a majority of the eligible participants 
in JTPA training programs because of the disproportionately large number of 
women who are needy," Alexander observed. 


A Presidential appointee, Alexander pledged that the Women's Bureau would 
continue to be a “leader in the development of policies which provide better 
working conditions and more opportunities for women workers." 


She also called on women to take an active role in the planning and delivery 
of training programs through membership in Private Industry Councils (PICs), 
advisory groups and state job training coordinating councils. 


Such participation, she told her audience, will “help assure that the 
training women receive is relevant to the current and future needs of employers 
in the private sector." 


Alexander noted that her bureau works closely with other Labor Department 
agencies on programs that affect women. 


All programs initiated by the Labor Department which have a substantial 
impact on women are reviewed by the Women's Bureau at an early stage of 
development, she added. 


For example, she noted the Women's Bureau had provided a “running commentary 
on development" of the recent JTPA legislation to assure that eligibility 
standards would embrace substantial numbers of women. 


-more- 





BLACK NEWS DIGEST - 2/13/84 
ALEXANDER - P. 2 


Alexander said the she and her staff work cooperatively with diverse groups 
to “comprehensively address the employment concerns of women." These groups 
include women's organizations and commissions, employers, labor unions, 
educational and social service agencies and government agencies at all levels. 


“Their weight, added to ours, gives American women an effective advocate," 
she declared. . 


Alexander noted that these diverse groups of contacts share with the 
Women's Bureau mutual areas of concern regarding employment and socio-economic 
issues affecting women, including the elimination of regulations and practices 
which discriminate against women, equal pay, child care, women ex-offenders, 
women in executive and policy-making positions, apprenticeships, women in 
“nontraditional jobs," working mothers and displaced homemakers. 


She reminded her audience that the fundamental mission of the Women's 
Bureau is to increase employment options for women and to help them improve the 
standard of living for themselves and their families. 


Alexander said there were “positive signs that the lot of women workers is 
improving," but she also noted that if the high growth patterns of women entering 
the work force continue, by 1995 about 91 percent of all women between 25 to 34 
years of age may very well be in the workforce. 


# # # 
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SUSAN MEISINGER TO HEAD FEDERAL 
EMPLOYMENT STANDARDS PROGRAMS 


WASHINGTON -- Secretary of Labor Raymond J. Donovan announced the appointment 
of Susan R, Meisinger to head the Department of Labor's wide-ranging employment 
standards program. 


Meisinger, a native of Ridgewood, N.J., will oversee programs that touch 
the lives of most working Americans as deputy under secretary of labor for 
employment standards. 


As such, Meisinger will be responsible for administering federal wage 
and hour standards, equal employment opportunity requirements for federal 
contractors and workers’ compensation programs covering federal government 
employees, black lung disease victims and longshore and harbor workers. 


She succeeds Robert B. Collyer, who joined the National Association of 
Independent Insurers on February 1 as legislative and regulatory consultant 
for Caiifornia. He begins his duties April 15. 


On announcing Meisinger's appointment, Secretary Donovan said, “American 
workers are most fortunate to have someone of Sue Meisinger's skills and 
knowledge to administer the wide-ranging programs of the Employment Standards 
Administration." 


“Because of her experience at the Department of Labor and as an attorney 
in the private sector dealing with employment standards issues, she is 
especially well equipped for this important position. 


"I look forward to working with her to improve the status of American 
working men and women in the important and challenging times ahead." 


Meisinger has been acting director of ESA's Office of Federal Contract 
Compliance Programs since December 1983. From August 1981 to December 1983, 
she was executive assistant to Collyer. 


Before joining the Labor Department, Meisinger was a staff attorney for 
the Associated Builders and Contractors in Washington, D.C. 


Meisinger was raised in Saddle River, N.J., and was graduated from 
nearby Ramsey (N.J.) High School. 


She received a B.A. degree from Mary Washington College, Fredericksburg, 
Va., and later earned a law degree from George Washington University's 
National Law Center. She is a member of the District of Columbia Bar 
Association and the American Bar Association. 


Meisinger resides in Falls Church, Va. 


# # # 
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OSHA, ASARCO, STEELWORKERS SIGN COMPLIANCE AGREEMENTS 
COVERING LEAD EXPOSURE AT FOUR PLANTS 


WASHINGTON -- The Labor Department's Occupational Safety and Health 
Administration announced that it has signed cooperative assessment agreements 
with ASARCO, Inc. and the United Steelworkers of America covering feasible 
engineering controls and work practices to reduce worker exposure to lead in 
four ASARCO facilities. 


The plants covered include smelters in E] Paso, Texas; East Helena, Mont. ; 
and Glover, Mo.; and a refinery in Omaha, Neb. 


"Agreements such as these represent a very effective approach to 
solving compliance problems in the workplace," Assistant Secretary of Labor 
Thorne G. Auchter, who heads OSHA, said. 


“Workers, employers and technical experts from OSHA together assessed these 
facilities to determine what controls would be feasible and effective. Their 
findings are the basis for the four agreements we signed. 


“These agreements are an excellent example of the kind of cooperation I 
would like to se. in every workplace. This kind of cooperation benefits 
everyone. 


"ASARCO can be confident that it is meeting the engineering control require- 
ments of OSHA's lead standard. Employees, represented by the Steelworkers, know 
that they will be protected through effective controls. And OSHA, having contri- 
buted technical expertise, is aware of the efforts of both employer and employees 
to work together to reduce workplace lead exposures." 


OSHA, the Steelworkers and ASARCO signed similar cooperative assessments in 
1982 committing the company to installing feasible engineering controls and 
establishing work practices designed to limit worker exposure to inorganic 
arsenic. The agreements signed Jan. 30 incorporate the relevant controls and 
practices specified to control arsenic in the earlier agreements. 


The recent agreements fulfill the compliance plan requirements and the 
engineering controls section of the lead standard. They call for improving 
ventilation, enclosing some processes or workspaces, increasing clean-up 
frequency and improving clean-up methods, providing filtered air clean rooms 
and filtered air for mobile equipment, periodically inspecting the worksites 
and conducting research to develop or locate additional controls to further 
reduce lead exposure. 


The cooperative agreements were signed in Washington, D.C. by Assistant 
Secretary Auchter; ASARCO's senior vice president for industrial relations, 
Douglas H. Soutar; and the director of the Steelworkers district 37, Edgar |. Bal}. 


They are based on joint studies conducted by a study team comprised of 
Melvin £. Cassady of OSHA's health response unit in Salt Lake City; Michael 0. 
Jarner of ASARCO, and Michael Wright of the Steelworkers. The team's goal was to 
letermine the feasible control methods to reduce workers' exposure to lead. 


-more- 
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Dates for compliance with each of the agreed upon provisions vary for the 
facilities. If unforseen circumstances make meeting the dates impossible, or if 
a particular control becomes no longer necessary, or if new or different 
controls are found to be more effective, the plan.can be modified accordingly by 
agreement among the three parties. 


ASARCO alse will notify the other parties of any significant changes in 
operations or other circumstances which may significantly change lead exposures 
among the workers. 


Further, ASARCO is to provide the other parties with quarterly air sampling 
reports and progress reports. Any of the three parties may request a tripartite 
visitation to monitor the progress of the compliance plan. In addition, OSHA 
retains the authority to conduct inspections at the facilities in response to 
serious accidents or employee complaints. 


The agreements are scheduled to expire on the following dates: £1 Paso 
smelter, July 1, 1988; East Helena smelter, July 1, 1986; Glover smelter, Jan. 
1, 1987; and Omaha refinery, Jan. 1, 1987. Before these dates, the parties are 
slated to revisit the plants, and if possible, renew the agreements by revising 
the compliance plans as circumstances warrant. 


### 
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OSHA PROMULGATES REVISED STANDARD TO PROTECT 322,000 WORKERS 
WHO SERVICE TRUCK, TRAILER AND BUS TIRES 


WASHINGTON -- The Occupational Safety and Health Administration has revised its 
standard for servicing multi-piece rim wheels found on large vehicles to add 
requirements for single piece rim wheels serviced by 322,000 workers across the 
country, the Labor Department announced. The standard becomes effective March 5, 1984. 


Under the standard, workers at 102,000 workplaces -- primarily retail 
gasoline stations and garages -- will be protected by barriers and restraining 
devices. The workers also will receive training in safe handling of potential ly 
explosive rim wheels. 


"We estimate that we can prevent three of every four injuries which occur 
when these tires virtually explode while being serviced," Assistant Secretary 
Thorne G. Auchter, who heads OSHA, said. 


"Thus, over a 10-year period, as more of these rims wheels replace multi- 
piece rim wheels, there could be 210 to 262 fewer accidents with 37-50 fewer 
deaths and similar reductions in total disabilities and permanent partial dis- 
abilities. Temporary disabilities would be reduced by 103-141 with the implemen- 
tation of the standard we are promulgating today." 


The new requirements cover single piece rim wheels used on trucks, trailers, 
buses and other large vehicles; servicing performed in agriculture and construc- 
tion is not covered by this standard. Rim wheels on automobiles, pick-up trucks 
and vans are excluded. 


Approximately 15 to 20 percent of large vehicles now use single piece 
rather than multi-piece rim wheels. About 50 percent are expected to use single 
piece wheels by 1990 because the radial tires used with them get better mileage. 
Radial tires are best suited for vehicles traveling long distances over the 


roads. 


Accidents occur most frequently when the pressurized air in a tire is 
suddenly released while the tire is being inflated or while someone is welding 
the whee] rim. The problem can often be traced to the following: mismatched 
wheel and tire; damaged components; failure to restrain wheel components; 
welding on the wheel; or improper mounting of the tire on the wheel. 


The force of the pressurized air can proépeél wheel components ‘into employees 
or employees themselves across the workplace. One study covering 1970-1980 
found 91 accidents with 15 fatalities. 


Single piece rim wheel servicing restraining devices or barriers are required 
to protect workers from the hazards of single piece rim wheels. Since the 
restraining devices, are the same as those for multi-piece rim wheels, the major 
cost of the revised standard will be for training -- about $2.5 million in the 
first year and about $900,000 per year thereafter. Thus, first year costs 
would total $32.50 for the typical small garage with one supervisor and two 


e 


employees aid range from $12 to $16 in later years. 
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Specifically, the standard requires employee training in i i 
the standard and applicable data in the rim couekts or pan Pore osha gh 
Department of Transportation's National Highway Traffic Safety Administration 
(NHTSA). Employers must assure that employees can safely: mount and demount 
tires; inspect rim wheel components; use restraining devices or barriers: handle 
rim wheels; inflate tires when a single piece rim wheel is mounted on a vehicle; 
install and remove rim wheels. Servicing employees must also stay outside the 
potential path-of an exploding tire (trajectory) when inflating the tire or 
inspecting the rim wheel. . , 


Employers must provide restraining devices or barriers which can withstand 
the maximum force of a tire separating from the wheel rim at 150 percent of the 
maximum tire air pressure specification for the type of wheel being serviced. 

The restraining devices and barriers must be visually inspected before each 
day's use and removed from service if there are signs of wear and tear. After 
any separation of the rim wheel components, the restraining devices must be 
rechecked. Devices requiring structural repair must be certified by the manufac- 
turer or a Registered Professional Engineer as meeting the strength requirements 
of the standard before they can be used again. 


The standard includes requirements for certain components for the air line 
assembly to be used to inflate tires, and requires that the NHTSA charts or rim 
manuals be available at the worksite and that proper tools be used in servicing 
the tires. Further, the standard sets most criteria to establish wheel component 
acceptability. 


Safe operating procedures for servicing single piece rim wheels are set 
forth covering: inflation and deflation; mounting and demounting; the use of 
nonflammable lubricant on tire and single piece rim wheel surfaces; the use of 
tire changing machines and tire bead expanders. Under the operating procedures 
employees must stay out of the trajectory when inflating a tire; tires must not 
be inflated ‘above the maximum pressure recommended by the manufacturer; no heat 
is to be applied to a single piece wheel rim, and damaged wheels are not to be 
used. 


In addition, the final rule makes minor changes in the requirements for 
servicing multi-piece rim wheels. These changes, such as changing the maximum 
air pressure for seating the lock ring outside a restraining device from 3 pounds 
per square inch to allowing only the minimum amount of air to be used to establish 
an airtight seal with the tire and wheel, reflect technical problems encountered 
since the standard was promulgated in 1980. 

Following OSHA's promulgation of its multi-piece rim wheel standard in 
1980, the National Wheel and Rim Association and Firestone Tire & Rubber Company 
had petitioned OSHA to develop a standard for singlepiece rim wheels in light of 
the expected increase in use. Since the risk of injury from servicing single 
piece rim wheels appeared comparable to that for muiti-piece rims, the agency 
proposed Nov. 12, 1982 to add requirements for single piece rim wheels to its 
multi-piece rim wheel servicing standard. 


-more- 
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Jurisdictions with their own plans must adopt a comparable standard within 
six months of Feb. 3, 1984. These jurisdictions include: Alaska, Ariz., Calif., 
Conn. (covers state and local government employees only), Hawaii, Ind., Iowa, 
Ky., Md., Mich., Minn., Nev., N.M., N.C., Ore., Puerto Rico, S.C., Tenn., Utah, 
Vt., Va., Virgin Islands, Wash., Wyo. 


Single copies of a brochure "Servicing Single Piece and Multi-Piece Rim 
Wheels," OSHA 3086, which covers major provisions of the revised standard is 


available from OSHA. Interested persons should send a self-addressed mailing 


label to Servicing Rim Wheels, OSHA Publications, Room N-4101, Frances Perki 
Bidg., Third St. and Constitution Ave., Washington, D.C. 20210. — 


The final standard covering servicing of single piece rim wheels was published ' 
in the Feb. 3, 1984 Federal Register. 
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BLS EXAMINES THE UNDERGROUND ECONOMY'S 
EFFECT ON BLS DATA 


WASHINGTON -- Do employment, price, and productivity statistics produced 
by the U.S. Labor Department's Bureau of Labor Statistics miss significant 
amounts of unreported economic activity? 


A report on a BLS task force study of various published studies of underground 
economy appears in the January 1984 issue of the Monthly Labor Review. The 
report, written by Richard J. McDonald, a BLS economist, examines the logic of 
critics’ claim in light of the ways BLS data -- the Consumer Price Index and 
the bureau's emplcyment surveys and productivity measures -- are constructed. 
The article concludes the critics have not proven their case. 


"Our general conclusion," McDonald writes, “is that the claims made [in 
many studies of the underground economy] do not stand up to close scrutiny. 
What has been done, for the most part, is to document in some manner that 
some sort of underground economy exists or that it probably exists, and then 
to form estimates of its size. Some critics have then simply leaped to the 
conclusion that some BLS series are in error, without the most elemental 
consideration or review of the way the series is constructed, and whether the 
actual collection of BLS data is likely to be affected by characteristics of 
the underground economy. We believe we have shown that when one looks at the 
way the data are collected, claims of major defects in BLS statistics must be 
deemed unproven.” : 

The article examines the claims that have been made about the possible 
effects of a large and growing underground economy on BLS data. Because of 
the very nature of the underground economy, it tends to leave very few 
quantifiable traces, either in official data or elsewhere. Thus, many of the 
claims made have been based on indirect evidence. Further, the main thrust 
of the research on the underground economy has been directed to topics other 
than the accuracy of BLS statistics. Statistical methods have not been 
examined closely by many of the researchers. 


Other articles in the January Review are: 
Collective Bargaining Calendar Crowded Again in 1984 
Economy Improved in 1983, but Bargaining Problems Continued 
Labor Market Developments in U.S. and Nine Other Countries 
Productivity Trends in Manufacturing at Home and Abroad 
State Labor Legislation Enacted in 1983 


The Monthly Labor Review is published by the Bureau of Labor Statistics 
of the U.S. Department of Labor and is available from BLS regional offices 
and the Government Prirting Office for $5.00 (annual subscriptions, $26). 


# # # 
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STUDIES FOR LABOR DEPARTMENT EXAMINE IMPACT OF INFLATION, 
INDEXING ON PENSION BENEFITS DURING THE 1970s 


WASHINGTON -- Retirees covered by private pension plans received substantial 
increases in benefits in the 1970's but the raises did not keep pace with inflation, 
according to a study done for the U.S. Department of Labor. 


The study, "Inflation and Pension Benefits," prepared by North Carolina 
State University, examined a random sample of defined benefit private pension 
plans to determine how they adjusted retiree benefits for inflation. 


According to the study, average annual pension benefits paid to all 
retirees covered by private plans rose from $2,128 in 1973 to $2,638 in 1979, 
an increase of 24 percent. However, consumer prices rose 63 percent during 
the same 8-year period. The study also found that: 


@ Only one-sixth of plans with less than 100 retirees granted any 
benefit increase during the period 1973-79. But every plan with over 
10,000 retirees that was included in the study gave at least one 
increase during that period and about one fourth awarded an increase 
each year. 


The average benefit paid to retirees increased 4 percent in the 
smallest plans and over 36 percent in the largest plans during the 
period. 


Collectively bargained plans gave average increases of 29 percent 
between 1973-79 compared to 19 percent for non-collectively bargained 
plans. Benefits paid by collectively bargained plans with over 10,000 
beneficiaries rose 42 percent. 

Another study, "Inflation, Portfolio Balancing and Pension Indexation," 
was conducted by Joel Popkin and Company to determine if the current system of 
benefit adjustments could be replaced by automatic benefit increases tied to 
specific price indicators. . 


Using hypothetical pension plans, the study used various mixes of plan 
assets and indexes to compute the effect of automatic indexing of pension 
benefits for the period 1953-1981. The study found that all the indexes would 
have generated large losses for the pension plans because price increases 


outstripped return on plan investments during the period covered by the study. 
Funds indexed to the Consumer Price Index (CPI) incurred the greatest losses. 


The study also used a hypothetical model to determine how two groups of 
retirees -- those who retired in 1964 and those who retired in 1970 -- would 
have fared if benefit increases were based on the return on investment earned 
by pension plans. The model established a minimum return on investment that 
pension plans would have to exceed before increasing benefits. 


-more- 
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Based on the rate of return earned by plans in the simulation, the study 
found that plans could have increased retiree benefits by only 8 percent from 
1970-79 without increased contributions to the fund. The North Carolina State 
study found that benefits actually were increased by 24 percent during 
1973-79, suggesting that many plans awarded higher increases than could be 
warranted by portfolio performance. 


Copies of the study “Inflation and Pension Benefits" (order no. 
PB-84135748) may be purchased for $11.50 and "Inflation, Portfolio Balancing 
and Pension Indexation" (order no. PB-84135730) may be purchased for $14.50 
from the National Technical Information Service, 5258 Port Royal Road, 
Springfield, VA 22161, telephone no. (703) 487-4650. 


# # # 


(summaries attached) 
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"Inflation and Pension Benefits" 
By North Carolina State University 


Introduction and Summary 


The objective of this study, conducted by researchers at 
North Carolina State University, was to measure the extent to 
which pension plans adjusted benefits to retirees in payment 
status to account for inflation after retirement. The study 
is based on a Department of Labor data base that described 
benefit amounts paid to retirees in payment status in a large 
sample of defined benefit pension plans; data describing ad 
hoc and automatic benefit increases awarded to these retirees 
in the six year period 1973-1979, was also available. The 
study focuses on retirees receiving benefits in 1973 and 
calculates the increase in their benefits from 1973 to 1979. 
Estimates of benefit increases received prior to 1973 by 
workers who retired during the years 1956-1972 were also 
made. 


The study concludes that substantial benefit increases were 
paid to retirees in defined benefit plans during the period 
1973-197%, especially among large pension plans. Although 
benefit adjustments did not keep retirees fully indexed to 
inflation, post-retirement increases for retirees amounted to 
approximately two-fifths of the rise in the Consumer Price 
Index (CPI) from 1973 to 1979. However, among retirees in 
plans with 10,000 or more beneficiaries in 1979, 
post-retirement increases accounted for almost three-fifths 
of the rise in the CPI. 


Specific findings of the report are as follows. 


Post-Retirement Benefit Increases for Individuals Already 
Retired in 1973 


o Approximately three-fourths of all pension-covered 
workers already retired in 1973 received at least 
one post-retirement benefit increase in the years 
1973-1979, and almost one-fourth of the retirees 
received an increase in every year. 


Among all private pension plans, it is estimated 
that approximately 10 percent of plans awarded a 
benefit increase in any given year in the 1973-79 
period, and about 20 percent granted one or more 
increases over the entire period. 


As a result of these upward adjustments in 
benefits for retirees, the mean pension benefit 
for persons already retired in 1973 increased 
from $2,128 in 1973 to $2,638 in 1979, an increase 
of 24 percent. The annual rate of increase during 
the period ranged from 2.9 to 4.5 percent. 


-more- 
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° 


Despite the post-retirement adjustments, real 
benefits declined because consumer prices 
increased faster than nominal benefits. The mean 
real benefit in 1973 dollars was $2,128 in 1973 
and declined to $1,614 in 1979, a loss in real 
purchasing power of 24 percent; without the 
increases granted by plans, the real value of 
benefits would have fallen by 39 percent. 


In the same period, real average earnings of wage 
and salary workers in private non-agricultural 
industries also declined but only by 7.5 percent, 
less than one-third of the decline in real pension 
benefits. 


Differentials in Benefit Increases by Plan Size 


° 


For the entire 1973-1979 period, only one-sixth 
of the plans with less than 100 retirees granted 
any increase in pensions for beneficiaries. All 
plans with over 10,000 beneficiaries provided at 
least one increase and approximately one-fourth 
awarded an increase each year. 


The proportion of the smallest plans (less than 
100 retirees) granting increases was approximately 
10 percent per year; in contrast, almost half of 
the largest plans (10,000 or more retirees) 
awarded increases in any given year. 


The proportion of retirees receiving benefit 
adjustments varied considerably by size of plan. 
Among the smallest plans, 10 percent or fewer 
retirees received increases in any given year; 
over one-half of retirees among the largest plans 
received benefit increases in any given year. 


During the entire period, benefits increased 3.5 
percent in the smallest plans, but over 36 percent 
in the largest plans. Benefit increases in 
mid-size plans (100 to 9999 beneficiaries) ranged 
from approximately 10 to 20 percent. 


Differentials in Benefit Increases By Collective Bargaining 


Status 


° 


Approximately 80 percent of beneficiaries in 
collectively bargained plans received at least 
one increase in the years 1973-1979, while nearly 


' 40 percent received an increase in every year. 


Approximately 70 percent of beneficiaries in 
plans not subject to collective bargaining 
received at least one increase in benefits in the 


-more- 
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period, but fewer than 2 percent received an 
increase in each year. 


The average benefit of retirees in collectively 
bargained plans increased by 29 percent in the 
period compared to 19 percent for retirees in 
plans not collectively bargained; in collectively 
bargained plans with over 10,000 beneficiaries, 
the average benefit rose by 42 percent. 


Retirees of collectively bargained plans who have 
been retired the longest received the largest 
percentage increases in benefits; this pattern 
was not found in plans not subject to collective 
bargaining. 


For workers already retired in 1973, retirees of 
collectively bargained plans with more years of 
service received larger benefit increases during 
1973-1979; 10 additional years of service is 
correlated with a six percentage point larger 
increase in the period versus a one percentage 
point increase in non-collectively bargained 
plans. 


Estimated Post-Retirement Adjustments for 1956-72 Period 


The study also used a statistical analysis to 
estimate the size of post-retirement benefits awarded prior 
to 1973. Those estimates were merged with the 1973-1979 
calculations cited above. Using this technique, the study 
estimated how much retirees received in the form of pension 
amount increases after retirement for each cohort of 
retirees from 1956 to 1972. 


The study concluded that: 


o Benefits in 1979 were more than twice as large 
as initial benefits for those who retired before 
1963; since 1979 benefits for this group were only 
44 to 76 percent larger than 1973 benefits, 
sizable post-retirement adjustments were given 
between the 1956-63 period and 1973. The pre-1963 
cohort received benefit increases from 72 to 143 
percent of the change in the CPI (from year of 
retirement to 1979). 


Persons retiring between 1964 and 1968 received 
between 60 and 90 percent increases in benefits 
between retirement and 1979, of which 26 to 37 
percent were granted in the years 1973-1979. This 
cohort received benefit increases from 56 to 67 
percent of the change in the CPI (from year of 


retirement to 1979). 


-more~ 
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° 


Persons retiring between 1969 and 1972 received 
between 24 and 34 percent increases from year of 
retirement to 1979, of which 20 to 24 percent were 
granted in the years 1973-1979. These increases 


.-represented 33 to 39 percent of the change in CPI 


(from year of retirement to 1979). 


Increases in Initial Benefits 


Finally, the study considered whether initial pension 
benefits also kept pace with inflation. The study concluded 


that: 


° 


The initial benefit for 1973 retirees was 
$2,429; increases in average earnings of workers 
and pension formula changes resulted in average 
initial benefit of $3,947 for 1978 retirees, 
approximately 63 percent higher than initial 
benefits for 1973 retirees. 


The increase in initial benefits at retirement 
exceeded the increase in consumer prices; the real 
initial benefit in 1978 was 11 percent larger 
than the 1973 real initial benefit. Thus, 
pension decisions made during the mid-1970s raised 
average benefits at retirement while, as stated 
earlier, real benefits declined after retirement. 


Retirees of collectively bargained plans had 
smaller benefits at retirement; part of this may 
be attributed to greater post-retirement 
adjustments in collectively bargained plans. 


# # # 
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"Inflation, Portfolio Balancing and Pension Indexation" 
By Joel Popkin & Company 


I. Introduction 


For the majority of individuals in the United States 
who are in the private pension system, there exists no 
formal provision for indexing against inflation after 
retirement.1 Nevertheless, benefits have been 
increased on an ad hoc basis for a large number of pension 
plan participants during the nineteen seventies. 
The objective of this report, by Joel Popkin and Company, 
was to examine whether such ad hoc adjustments can be 
replaced by formal cost of living adjustments tied to either 
the Consumer Price Index or some other measure of price 
increase. The expectation that a pension plan could or 
"ought to" finance automatic price indexation of retirees' 
benefits without increasing contributions, is based on the 
belief that the rate of return on plan assets accumulated to 
pay such benefits equals or exceeds the rate of inflation. 
To illustrate this idea, assume a sum of $100,000 has been 
accumulated to pay an annuity based on the assumption that 
the rate of return and the inflation rate are zero. If the 
inflation rate and the rate of return both increase from 
zero to 10 percent during the first year of retirement, the 
annuity could be automatically increased to a level to 
accommodate the loss of purchasing power, without additional 
contributions. This study shows, however, that this 
scenario is erroneous because the portfolio rates of return 
in private pension plans did not keep pace with inflation. 
As a result, the report concludes that at contribution 
levels that cover current benefit levels, indexation of 
pension benefits in defined benefit plans is not feasible 
unless workers are willing to accept either significantly 
lower initial pensions at retirement or significantly 
greater risk to the solvency of the pension fund. 


The report distinguishes between two kinds of 
inflation: monetary inflation which essentially is caused 
by increases in the quantity of money; and non-monetary 


lfhat is, for providing Cost of Living Adjustment (COLA) for 
retirement benefits. 


2For discussion of post-retirement benefit increases, see 
report by North Carolina State University, "Inflation and 
Pension Benefits", Department of Labor Contract No. 
J-9-P-1-0074. 
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such as a harvest failure or an increase in OPEC oil prices. 
The report concludes that most price indexes, and in 
particular, the Consumer Price Index (CPI) should not be 
used for indexing pensions for inflation3 
because such indexes capture the effects of monetary 
inflation and real shocks. The study also found, however, 
that even indexes that netted-out the non-monetary inflation 
component could not be used to index pensions without 
exposing the plan to considerable solvency risk. In 
particular,the study showed that during the period 
1953-1931, no portfolio of assets could be found whose real 
return could be maintained in the face of inflation, 
irrespective of whether the inflation was of a monetary or a 
non-monetary origin. 


Following are the detailed findings summarized above. 


II. Pension Assets and Indexing 


The study evaluates the effects of various methods of 
adjusting pension benefits to changes in the cost of living. 
First, the report attempts to find a price index to change 
in the same direction and magnitude of the nominal return of 
the fund. If the plan's nominal rate of return does not 
keep pace with inflation, the fund must either increase its 
rate of contributions or sell some of its assets to maintain 
its promise of indexed pension benefits. 


The report reaches its conclusions by examining 
hypothetical pension funds (each with a different type of 
asset mix) and computing the effects on the funds of 
indexing pension benefits. That was done by determining 
what would happen to these hypothetical pension plan funds 
if the plans had fully indexed their annuities during the 
period 1953-1981. 


© Regardless of the price index used, there was 
always some period in which the rate of price 
increase outstripped the rate of return on 
pension assets. Consequently, the study found 
that during such periods, it would have been 
impossible to choose a diversified asset mix 
that would have allowed pension benefits to be 
escalated with a price index and yet not put 
the pension fund at risk. 


3Most conventional indexes cannot be used for indexing wages 
as well. 
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o The magnitude of the threat posed by indexing 
benefits depends on the index chosen. All 
indexes would have generated large losses to 
the plans over the 1953-1981 period, but the 
losses would have been greater had benefits 
been tied to the CPI index; losses would have 
been smaller had either a monetary price index 

*“or the Personal Consumption Expenditures 
deflator been used instead. (See Tables 9 and 
1l of the report). 


While the indexing of benefits was generally 
found to pose risks to pension plans over the 
long run, the plans' abilities to pay the 
indexed benefits varied within sub-periods. 
Each of the funds examined showed deficits in 
the 1950s. In the 1960s and early 1970s, each 
of the funds showed large surpluses; earnings 
for the late 1970s, on the other hand, could 
not keep up with the price indexes used and the 
funds showed deficits. 


Commodities futures were the only assets whose 
real rates of return were positively correlated 
with price indexes for the period as a whole, 
although, it should be noted, even these rates 
exhibited negative correlations with price 
indexes for certain subperiods. The study 
found that, in retrospect, plans could have 
reduced the erosion of earnings in the face of 
inflation had they heavily invested in 
commodities during the period. 


III. Performance Indexing 


The report suggests that performance indexing, which 
is used for defined contribution plans, may be the best 
method for defined benefit plans to index pensions. In 
performance indexing, the rate of return to the assets of 
the pension fund determines the degree to which benefits are 
varied. The report recommends the use of a variant form of 
the variable annuity. In that variant there would be a 
floor on benefits, but there would be no cost of living 
increase in benefits until the rate of return on pension 
fund assets exceeded the valuation rate by a preset number 
of percentage points. 


The report presented a hypothetical pension fund and 
evaluated effects on two retirement cohorts, 1964 and 1970. 
Indexed benefit increases were determined based on a nominal 
valuation rate of 4.5 percent. When the size of the fund 
exceeded that necessary to maintain current payments at a 
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4.5 percent rate, payments were increased, otherwise they 
remained unchanged. 


The analysis of the results of the performance 
indexing model determined the following: 


° 


There were infrequent and sporadic benefit 
increases which appeared to be ad hoc, similar 
to the recent actual experiences of private 
plans. 


The advantage of performance indexing is that 
it avoids the inevitable risk of having to 
increase benefits because of inflation just 
when real rates on the fund's assets are 
falling. The solvency of the fund is thus 
protected. 


The disadvantage of performance indexing is 
that during periods of inflation, retirees 
suffer an erosion of purchasing power because 
nominal returns do not typically keep pace with 
inflation. But pension benefits could still be 
increased to some extent, albeit much less than 
the inflation rate. The data from the 
performance indexing model show that for the 
1970-79 period, benefit increases of almost 10 
percent of the increase in the CPI could have 
been granted. 


Interpreting those results in another way, the 
study concludes that based on the rate of return 
performance of portfolios invested equally in 
corporate equities and Treasury bills, firms 
could have afforded to increase pension amounts 
to retirees by only 8 percent from 1970-79 
without ultimately increasing their contribution 
rate to the fund. Since benefits were increased 
by approximately 24 percent after retirement 
from 1973-1979,4 it is reasonable to 
infer that the increases must ultimately be 
financed by higher contribution rates to the 
pension. 


4see North Carolina State University report, cited 


previously. 





Week of February 13, 1984 


EMPLOYMENT COST INDEX - DECEMBER 1983 


WASHINGTON -- The Employment Cost Index (ECI) increased 1.1 percent in the 
3 months ended in December 1983, the U.S. Department of Labor's Bureau of Labor 
Statistics reported. 


For the year ended in December 1983, the increase was 5.7 percent--down 
from 6.6 percent in 1982. 


The December 1983 Index level stood at 117.8 for compensation costs (wages, 
salaries, and employer costs for employee benefits), based on June 1981=100. 
The ECI covers private industry and State and local government workers. It is 
not seasonally adjusted. 


The 1.1 percent increase in compensation costs was about the same as the 
1.2 percent rise in September-December a year ago. The Similarity of increases 
in the fourth quarters of 1983 and 1982 was also recorded for private industry 
workers (1.2 percent, down from 1.3 percent last year), but not for State and 
local government workers (1.0 percent, up from 0.7 percent). Wages and salaries 
followed much the same pattern as compensation cost increases during the 
September-December 1983 and 1982 periods. 


Wage and salary gains for private industry workers averaged 1.1 percent in 
September-December 1983, but the pattern of change varied widely by occupation 
and industry group. Blue-collar workers, for example, had wage changes ranging 
from a 1.2 percent increase for laborers and operatives (non-transport) to a 
0.5 percent decrease for transport operatives. The decrease reflects 
wage cuts for intercity bus drivers that occurred in the fourth quarter of 1983. 


Pay increases also varied for white-collar occupational groups, from 
0.4 percent for professional and technical workers to 2.6 percent for sales 
workers. Pay for sales workers--one of the most volatile ECI series--was 
strongly affected by commission earnings, particularly for stock and bond 
brokers. 


Compensation cost increases for the year ended December 1983 (5.7 percent) 
were substantially below last year (6.6 percent). The slowdown was greater for 
State and local government workers (6.0 percent compared with 7.2 percent a year 
ago) than for private industry workers (5.7 and 6.4 percent). 


Over-the-year wage and salary gains for private industry workers also 
dampened in 1983 compared with 1982. White-collar pay gains in 1983 were down 
slightly from 1982, 6.0 compared with 6.4 percent. Wage increases for blue- 
collar workers, on the other hand, dropped to 3.8 percent in 1983, contrasted 
to 5.6 percent in 1982. 


-more- 
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Reflecting lower average pay gains for blue-collar workers, several worker 
groups in private industry registered the lowest over-the-year wage increases 
since these ECI series began in 1976 or 1977. Record low wage gains were regis- 
tered for craft workers (3.8 percent), transport operatives (3.1 percent), workers 
in the Northeast and North Central regions (4.6 percent), and union workers in 
both manufacturing (3.6 percent) and nonmanufacturing (5.5 percent). As a result 
of the slowdown.in union wage gains, average wage increases for nonunion workers 
exceeded those for union workers in 1983 --the first time this has 
occurred since 1978 when the Federal minimum wage was increased by 15 percent. 
(Compensation cost increases, on the other hand, were virtually the same for union 
workers in 1983 as for nonunion workers--5.8 and 5.7 percent, respectively.) 


Wage and salary increases for State and local government workers averaged 
5.3 percent for the year ended in December 1983, down from 6.5 percent in 1982. 


# # # 





Week of February 13, 1984 


FILLERS FROM THE U.S. DEPARTMENT OF LABOR 


Between the fourth quarters of 1982 and 1983, the number of wage-earning 
families with jobless members dropped by about 840,000 to just under 4.4 million; 
practically all of this decline was among married couples, according to the 
Bureau of Labor Statistics of the U.S. Department of Labor. 


# ## 


Between the fourth quarters of 1982 and the same period in 1983, families 
with earnings exclusively from wages and salaries rose by nearly 300,000 to 
about 41 million (two-thirds of all families in the nation), and the number 
with two or more earners increased by over a million to 21.9 million, according 
to the Bureau of Labor Statistics. 


# # # 


Between the fourth quarters of 1982 and 1983, median wage or salary earnings 
for married-couple families ($537 a week) continued to be about twice as high as 
those for families maintained by women ($276) and 25 percent greater than those for 
families maintained by men ($436), according to the Bureau of Labor Statistics. 


# # # 
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